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344 COMMENTS 



A large number of contractors, big and little, have just had an 
illuminating experience of a financial nature which deserves mention 
here because it shows clearly who's who in Washington, and why. 
It should be considered carefully by those inclined to believe that 
reorganization of Government bureaus will have any decided effect 
on the conduct of public affairs and will enable Government work to 
be done with the speed, economy and zest that mark well-managed 
private work. 

When the United States entered upon the war an enormous con- 
struction program had to be started at once. A large part of this 
work dropped into the hands of what ultimately became the Con- 
struction Division of the army. At the outset that organization had 
the benefit of the counsel of the Committee on Emergency Con- 
struction of the Council of National Defense and its advisors, one of 
the most energetically helpful committees that functioned in Wash- 
ington. Under its advice the Construction Division let a large num- 
ber of contracts on the cost-plus basis, which was the only way to get 
things started while detailed plans were being prepared. The rush 
was so great, in fact, that the Marine Corps, which has a reputation for 
employing the minimum of red tape about anything it really wishes, 
turned both the engineering and construction of the Quantico camp 
over to one of the big general contracting companies, on the principle 
that where speed is vital it pays to concentrate the responsibility for 
results. 

The cost-plus contracts referred to contained clauses requiring the 
contractor to file a bond with satisfactory sureties and allowing the 
premiums on these bonds to be classed among the expenses of the 
work for which the contractor should be reimbursed. Many con- 
tractors did receive pay for these premiums. Finally the law officers 
of the Treasury Department came to the study of such a provision, 
as they eventually come to a study of the legality of all expenditures 
of the Government bureaus, and notified the Controller of the Treas- 
ury that he must not reimburse the contractors who worked under 
such cost-plus contracts for the premiums they paid for bonds. The 
Controller may or may not stick to this advice, although he has been 
doing so up to the time of writing, but the incident is mentioned as 
showing in a perfectly clear way that there can be no real efficiency 
and power in a Government bureau so long as its own legal advisors 
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have only a preliminary power of authority over the financial admin- 
istration of the bureau's affairs, and everything must be on tenter- 
hooks until the unknown^ overlooked but all-powerful supervisory 
staff of the Controller of the Treasury is at last able to settle matters. 
As a matter of fact, the actual financial powers of Government 
bureaus in handling new work are almost a joke until the law clerks in 
the Treasury Department tell them what they can and cannot do. 
This is the reason that great enterprises authorized by Congress start 
into real action so slowly and there are such vexatious delays in se- 
curing any action of a novel nature. The heads of the bureaus do 
not like to acknowledge that they are not the heads of them, in a 
financial sense, but as a matter of fact until the men working in the 
Controller's office say what can and can not be done with money 
appropriated by Congress for any novel purpose these bureau chiefs 
must move very slowly. The real power in Washington lies with the 
men in the Controller's office; they are underpaid, there are not 
enough of them, and their responsibilities are enormous, yet it is 
only occasionally that they make a mistake, as will probably be found 
to be the case in this matter of premiums on contractors' bonds, 
which brings to the attention of the public the control they have 
over nearly every penny spent by the Government. 

John M. Goodell. 

COST ACCOUNTING 

"Cost keeping in 1918 did not amount to much," according to the 
statement made in Mr. Judd's paper in this number of the Joubnal, 
"so far as any comparative value of the records is concerned." A 
careful reading of that brief but useful paper will indicate that the 
records in question, if examined in detail, would show one very sig- 
nificant fact, namely, that a considerable part of the excessive cost 
of pipe-laying during the war was not due so much to the high 
wages of labor as to its very low efficiency. This feature of construc- 
tion work is one which can be determined only by good cost keeping. 
Such cost keeping involves a great deal more, however, than a mere 
record that it took certain men a given number of days to lay a pipe 
of stated diameter a given distance in soil or rock which is described. 
It will be seen that Mr. Judd keeps a record of the weather, and 
anybody familiar with weather in Iowa knows that it has a material 
effect on the cost of construction. He keeps a record of the nature 



